0- 



ID ldl 9§B 

JLOTHOB 
TITLE 

I»STITOTI(\N 

SPCMS HGENCr 

POB DKTE 
NOTE 

ISDSS PRICE 
DESCRIPTORS 



I^HTIFIERS 



JC BOO 12(1 



\lcitt'.ol^c\ni.ct Of TWo-t.ar CoU.g«.- 3«nlo^ 
^:iil?:n!rSn"v!,''toi''Ii9el.s. BEIC ca«.rln^o«.e for 

D.C. 

Mar BO 1^ 

6p. ' . • 

:c'S:fuS?;/B".Sem»rc;..u„it, colX..,s. co..«nity \ 
Deyelopaent: Cost Effectlteneas; Econoiic Change, 

Research: *Eaucational B^onoBics: E|iploy««nt 
Patterns: Expenditurea: Hu« an Capital; *Junior - 

colleges Literattire ReTieirs: M*^?^*'^/^^?^???!?^ 
SSodels: social Mobility: socioeconoaic Influences 

• Iconoaic I«pact Stiidies 



S 



XBSTBACT _ concept of socioecoBOBlc lapact, as it relatea to 

t.o- year' colleges. i««E!i-^„iS.^rL%act'*fucras'perso;;:i^^^^^ 
condaptBd^Beasares ''^f^"'«f ^S^^ti'o'r«re S?S=ussld and .todies 
Sr«'sr.,'°o2\h:^-:;as:"rare cited Kdaitional s^^ 

to Shich define «<=°"°"i«?,i»P«f„,-i!;i*^!!?,?f,^°°?icarex^ndt?«t^ by 

Saira\rr„L^^t%^r;J1'fp:"? 

provides specific measurenent i^^^^^^^^*^" ^^^^''^o^^^^ ^ 

the college as a provider of traitiea ""nP**®^ college's impact on 
.arket: C) co..anity ""^Scllf ^*r«l«t!1n, Ind taxable - 

co..unity, <l«?°9"Phy, e.ploy.«nt, '"f J;\°^|«^ts the ibsorptlon and 

irnSfrriin'ol inLvrioUa^-SnpoUr into hu.an capital to .eet 
' to»B unity need»i (-Author/ »YC> 



Beprodactlons, supplied by EDBS are the best that can be »aae 



Cron the oricfina.l docuaent- 



♦★♦♦♦♦♦♦♦♦♦♦♦♦♦'}'***'^ ****************** 



ERIC 





JUNIOR COULIQE RESOURCE REVIEW 



MARCH 1980 



<X> 



SOCIOECONOMIC IMPACT OF TWO-YEAR COLLEGES 



^ Richard L. Alfred 

Dean of Finance^ Planning & Management 
New York City$Comtunity College 



\Jl OC^ARTMCNTOP NCALTN, 
EDUCATION A WILPARI 
NATIONAL INSTITUTI OF 
8DUCATI0N 

THIS DOCUMENT HAS BEEN REPRQ- 
OUCED EKACTLY AS RECEIVED f^ROM 
The person or OAOANlZykTlON ORVGlN- 
ATINC IT POINTS Of: VIEW OR^OPINIONS 
STATED DO NOT NECESSARILY REPRE* 
SENT OFFICIAL NATIONAL INSTITUTE OF 
EDUCATION POSITION OR POLICY 



s^J ERIC CLEARINGHOUSE FOR JUNIOR,€OLLEQES 

Arthur M. Cohen, Principal Investigator and Director 




4 




JUNIOR COLLPOE RESOURCE 



March 1d80 



SOCIOECONOMIC IMPACir|)F TWO-YEAR COLLEGES 



Stabili/ing cnrollincntjl and dwindling resources have sig- 
naled the close oflhe periixl of growth that characterized com- 
nuinity college development \ti the l%Os. Now cost etTective- 
Hess — using resources lo maximize the siKMal and ccoinimic 
benctlls to the individual in return tor investment in educa- 
tion — is the watchword. Many colleges irver that their pro- 
grams are a stimulus t'i>r community growth and development, 
l lik argument holds that the two year ciTllege is an economic 
contributor to the community as it tunnels human and finan- 
cial resources into Uxral business organizations and eventually 
to the ciinsumer in the t'orn^ of personal income and market- 
able job skills. The quality of lite* is improved, the economisis 
argue, as federal, state and private. dollars tlow through th^^ 
college to the community and are converted into discretH.inary 
monies that yield benefits to the individual. 

This issue of Rvxoi4rce Review examines the concept {4' 
swuK'conomic impact as it relates lo the two-year college. 
Variables such as economic impact, student outcomes, and 
the ci>st benefits of two-year college education are discussed. 
The concept of human capit.-tt and the ditTerent ways it can 
be measured is intnxiuced. The paper concludes with a set of 
categories in which data useful in examining the socioeco- 
nomic impact of community colleges can be placed. 

Socioeconomic Ifnpact 

Measures such as personal income. cKCupational status, and 
the level of educ^ation have been employed traditionally as 
the ii^dex of socioeconomic impact. Two-year college faculty 
and administrators can use the sainc measures to examine 
the siKMiX?conomic impact of a college by reportiiYc changes 
in income and employment among currently and |M-eviously 
enrolled students. Following is the general formula to organ- 
ize the da(a that should be considered in analyses of impact: 

level of , status of , personal ^ purchasing power of 
education * occupation * income the indiviclual 



purchasing 
power of , 
the 

individual 



community 
of ' : 
residence 
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individual 

expenditures ^economic benefits 

for durable/ for the community 
non-durable gixx^/ 

Previous research haJ> shown that advances in the level ot 
education art; correlated with changes in (Kcupational status 
and personal income (Clark, I960: Feldman and Newcomb. 

Innes and Others. 1%5: Jencks ahd Riesman. |%8: 
Ta'Ut and Medsker. !%8). As income rises, individual expen- 
ditures for goods and" services increase proportionally and 
economic benefits accrue to the. community. In other words.* 
economic development is a direct outcome of ciiange in the 
siKMoeeonomic status of the individual which, in turn, is influ- 
cfieed by college. attendance. ^ 

Several researchers have gathered information on changes 
in income and employment resulting from advanced levels of 
sehoolinj?. Alfred (1976), Cell and Armstrong (1977). Lach 



(1978), Williams and Snyder (1974), aniong others, have inves- 
tigated the tyiKs of jobs and salaries and the purchasing power 
obtained by two-year college attendees. These studies provide 
insight into the benefits* of two-year college education to the 
individual but inuch additional information is requircxl to 
establish a rela/j^ship tietween the outcomes of. two-year 
college programs^nd the eeononiic dcvelopnvent' of the 
community. ' 

Measuring Economic Impact 

Most studies of economic ipipact define the stjrvice region 
of the college as a benetWary of college s|>ending in five areas: 
Iwal services artd capital ex|>enditures, jobs, employee sala- 
ries. Iwal ex|)cnditures by statTand students for housing rental 
and |>ersonal expenst;s. and property thx revenues. A simple 
circular cash-flow nuxlel is used to examine college expendi- 
tures and a relationship is established between institutional 
speneMng and the economic t>enefits accruing to the commu- 
nity. Since expenditures by one party become disposable in- 
come for another p^rty, a multiplier effect occurs and the 
direct economic imprfct of a college can be determined. 

This iWriu of study was conducted by Moore (1975) who in- 
vestigated the ecomlmic impact of Chemeketa Community 
College in Oregon. Bmim (1978) who did the same for Mercer . 
County Coinmunity College in New Jersey, and Ports and 
E?kow (19*78) for Rix?kland Community College in New York. 
Jacksii^ and Others (1978) investigated the impact of the 27- 
campus Washinglon State Conununity College** system ,on the 
liKul economy over a seven-year peri<xi (1%9-I97f)). The re- 
sults indicated that the college system yielded a 31 percent 
return on tax investments: system operations generated over 
$147 million in out-of-state funds; $69() million in business^, 
revenues were generated for the reporting periixi representing 
147 percent of the amount alkKated to the college system, by 
the state legislature; atid during a severe reces'^ion in 1975-76. 
system operations pnxluced jobs for 15,837 people. In 1976. 
$16! ivillion in personal income resulted from system o|>era-^ ' 
tjons. and in l%9-76 the average contribution to personal 
income was 17! percent of the state's general coinmunity col- 
lege expenditure fund. 

Human Capital 

The concept of human capital difTers|from economic impact 
ih that it fiKnises on change* in the community prcxiuced 
through mobility of its J*esidents on measures of income, 
employment, and pupchasing power. Knowledge related to 
economic impact is important for assessing economic devel- 
opment in a community stimulated by the college, but wlrat 
about the iiuinan pnxlucts of two-year college programs? . 
How do students enrolled in or graduated from two-year col- 
lege programs aft'ectthe Iwal economy? 

Human capital is produced through tnvestmef^t in educa- 
tion. This investment assumes a relationship bo(ween educa- 
tion and ineonie with benefits accruing to the community as a 
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result of iniprovetnentt in the soci6economic status of the 
population. Linthicuni (1978a, b), in a study of the economic 
impact of Maryland Conlfiuiiiity Colleges, found that comnui- 
nity college students, on^fhe average, will receive almost a 27 
percent return on their investment in higher education during 
their lifetime. Socioeconomic gains, in return for the costs of 
education to students ^nd the public, averaged about IS per- 
cent. A college student will earn more money than a high 
school graduate. The Additional tax revenues geYierated fVom 
increased earnings will result in economic benefits for the 
conuiuinlty. Goixler and MncMillan (1979) reached a similar 
conclusion in .finding that n direct benefit of education in 
California community colleges was that the niea,n income of 
a nuilc with one to three years (>T college was $2. 1 18 more than 
that of a high school graduate. 

Data published by the Illinois Community College Board 
()978) also support the thesis of a relationship bctw^n educa- 
tion. (Kcupation ancj itfcomc. j( large majority (83 percent) 
of the students entering Illinois comnuinity colleges in Fall 
1974 obtained jobs with only a sni^ll percentage unemployed. 
Students completing one to two y<)ars of education had a' 
median salary $90 per ^nonth higher than students complet- 
ing one year or less. Motv than 60 percent of the graduates 
obtained jobs in their comnuinity college district. The pro- 
portion^)f graduates obtaining employment in the college serv- 
ice region was found to be critical for economic development 
bccau^se graduates (and currently enrolled students) tend to 
spend money in the comnuinity of residence. 

Assessing Socioeconomic Impact 

From a conceptual standpoint, socic^cononiic impact as- 
sumes that the college has a positive efTect on tljc social status 
of the individual as well as the economic development of the 
community. Organized data related to scKiocconomic impact, 
however, are not available in*most two-year colleges. A single 
college nuiy have information on the economic impact of its 
programs on the comnuinity or it may have published reports 
on the s(KMal gains experienced by its students after gradua- 
tion, but these variables have not been linked. Needed is a 
niixtel for assessing socii^conomic impact which joins varia- 
bles integral botft to the concepts of human capital and 
economic impi^M. 

The nuxlel presented below identifies the factors criti(jal 
for assessing siKMOeconomic impact in two-year colleges. This 
nuxlel is divided into five components with measurement Indi- 
cators presented for a^ch.^ 

COMPONENT; SOCIAL MOBILITY ~ 

DEFINITION 

Qunparaiivc mobility oh measures of income and emplpymeni among 
indrviduals classified into three patterns of interaction with two-year 
insliiuiions: Iffiigh school graduates/ no record of college attendance, 
2) currently enrolled students, and 3) two-year college graduates. 

INCOME 

• |>ersonal income of: high schw)! graduates, currefitly. enrolled stu- 
dents, and two-year college graduates 

• property ownership of; . — . — > — 

• availability of discrc- | , 
tionary income to: : ; 



spending patterns of: . 



1 — 

SMPL0YMEN1 

» types of positions held on regional labor market by: high school 
graduates, currently enrolled students, and two-year college 
graduates 

► number of job offers at point of entry to regional labor market 

received by:^ ! — . — 

» starting salary of: — ^ — 

» current salary ^(:. 
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supervisory p6sition(s) 
held by: « 



COMPONENT: COST BENEFITS' 



DKIINITION 

Cost of institutional programs and services in relationship ih the' 
market value of students u(>on exit from college. 

INPUT FACTORS 
Coil ptr ITE 

• instruction (cost per rrB) ^ 

• non-instructional sup|H>rt servlce>s (cost per ITK) 

Market VaiHe of vStHd^^U Upon Entry lo CoHege ( 

• regional labor market needs ^ 

• student qualifications for job entry on basis of curreW level of 
education and experience 

• personal income of ^udenls at point of college entry 

• purchasing power in community (discretionary income) / 

4ll)TCOMi:S 
Revenue per FIT. 

• revenue generated in the community (local taxes, property rental, 
personal expenditures, etc.) per PTE enrollment in college 

Market Value of Sludenli Upon Exit from College 

student capacity to fill critical jobs in regional labor market 

• personal ihconie students at poinl of exit from college 
rr m tne communit^T 



purchasing power 



COMPARISON OF INPUT FACTORS TO OUTCOMES ON ALL 
OF ABOVE ITEMS ( • . 



COMPONENT: ECONOMIC DEVELOPMENT 

— = — — — — j~ — — " — : 

DEFINITION 

Status of the two-year college as a contributor to community eco- 
nomic development through providing trained manpower for (he 
regional labor market > . v 



INSTITUTIONAL PRODUCTIVITY IN RtlSPONDING TO 
REGIONAL MANPOWER NEED^ , 

• job titles required by regional business .and industry in specific 
i>ccupa(ional categories/next year, next two years; next five years 

• college program!^ available to itleet manpower requirements of 
regional busihess and industry ^ 

• nijmber of student^ currently enrolled in college programs bearing 
a direci relationship to nianpower needs of regional business and 
indiisiry * ' 

• number of graduates employed in key jo6 titles ^ 

• job mobility of graduates in regionaT labo^ market 

fcAPACITY OF COLLEGE TQ ATTRACT AND RETAIN 
INDUSTRY IN SERVICE REGION 

• training programs available to attract new industry'^ . 

• cost benefits of college training to business and industty- 

induiilry training costs with college programs 
industry training costs without college programs 

CAPACITY OF COLLEGE TO IMPROVE COMPETITIVENfSS 
OF (REGIONAL BUSINt:SS AND INDUSTRIAL ORGANIZA- 
TIONS FOR FEDERAL, STATE AND LOCAL CONTRACtS 

• availability of trained faculty to build skills in sitj$Tact| 
performance of competitive bid cbntracls 

• availability of faculty with Hhiqu<^ trade skills lo serve in fl cc 
ing capacity with regional industry on competitive bid CODllKtl 

CAPACITY OF COLLEGE TO REDUCE UNEMPU)Y 
AND IMPROVE ECONOMY OF SERVICE REGipN 

• absorption of unemployed into coUe^ prograin$ 

• employment rett^rd of previously imemploye<l lifter 
college programs 



itact with 



changes iii Income and spending patterns of unfeniploS^d after cqI- 
lege m tendance * - 



COMPONENT: COMMUNITY RENEWAL 

IHIIINIIION ^ 

linpaci of the college on the coniinnniiy in relaiiopiHfp to key indica- 
tors of economic development: coninnmitv^4H^0gr«phy» (;mplOy- 
ment» social organization* and taxable pr(»f^rty. 




SI ATIIS OF COMMllKl 1 Y ON^KKY DKMCKiRAf Hir 
INIMCAIORS 

• unemployment ^ • * 

• ont>migration of population 

• dwellings vacant and mai 

• family disorganization 

• business and industrial iiisiallaiions 

• tax base 



JjTATlIS Ol C OLLKC.F AS ^l^OKDM lOR C OMMUNITY 
DEVIiLOPMKNr 

« off-campus educationidTrograms offered b^ college 

• college services in'r4^||H)nse to community necrfs 
» health services 

carter and vj^^iifional guidance 

family coiuurling . * * 

business jnd indnstrial development 

fiiiaiKM|£f)laniiing 

• comnuiiui^' iise of college facilities]! 



% OUT 

^ t Ol 





fr>it;bNKRAm> BY c ot i^Kc;i*: i.kadini; io 

NITY RKNtlWAl. 

iction of unemployment 
iction in out-migration, of' population 
m|irovcmcni in family organi//tion 
attraction und retention of business and industry 
improved consumer s|)ending patterns 



COMPOJNENT: SOCIAL CONTROL 



l>UINIIION 

Siaius of (ho Jollegc us a contributor lo conununiiy development 
through absorinion and conversion of undevcloi>ed manpower into 
human capital to meet comnumity needs. 

ABSORPTION Ol IINDKVKLOPKD I.KARNKRS INTO 

coLLfr:c;i: programs 

• number of new learners with no inunediate career potcmtal 
enrolled in college programs 

• projected entry into regional economy of undeveloped learners 



• cost economy of two-year college in preparing undeveloped 
learners for entry into economy as compared to other institutions 
(e.g.. mnnicipal and fetleral training programs, apprenticeship 
pri>gr«ms» foiir-yeai colleges, industry training programs, pro* 
prietary institutions, etc) 

MIARKl:i COWIROL 

• selective funding of new workers into job market with appropriate 
job skills 

. bridging of gap between socioeconomic aspirations and individual 
limitations of new learners 

• reduction of frustration in undeveloped learners as evidenced in 
data rclateil to indicators of siKial organization/disorgani/Jition in 

" the coihmimity (^.g.. <;riminal activity, broken familiesi large pro- 
|H)rtion of p<ipn|ation on public assistance, abandoned property, 
etc.) 

Rl.lH)CTION Ol HUMAN AND llNANOAL WASTE 

• reduction of financial waste througl\ absorption, of undeveloped 
learnecs inio college programs and relief of taxpayer costs for in- 
dividual processing in social institutions (municipal or state, and 
federal court systei^s; penal institutions, municipal as.sistancT pro- 
grains, welfare programs, etc.) ^ * » 

• rediiciion of human waste through provision of marketable skills 
to^ndividiials for entry into the regional tabor market 

Two-year 'colleges can no longer afford to function In isola * 
tion from the political atui economic base that is the comnui- 
nity. Measures of the socioeconomic impact of community 
colleges are necessary for improving retitionships with the 
cohuniinity which, in turn, provide the college with the re- 
sources necessary for developing human capital. Individuals 
in a>postttoti to make fundiiig decisions will be motivated to 
commit resources to the institutions they believe yield the 
.greatest, benefits to them. These benefits are largely economic 
in nature. If The'two^ear colleges can demonstrate their role 
as a catalyst for siKial and economic development of the com- 
munity, then a case can be put forward for fmancing these 
institutions iUi a vital force in state and local government. Suc- 
cess or failure, according tb this scheme, depends on high per- 
formance levels by the college in developing the human capital 
that is essential to the^^m'unity f«r economic development, 

Riclia'rd L. Alfred 

fXcan ofFifiancv, Planning A Management ^ 
New York City Cnn\mu nity College 
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